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E.O. 11652: N/A 
TAGS: EFIN, KS 

SUBJECT: KOREAN DEFENSE TAX 
REE: A) SEOUL 3715, B) STATE 118305 

1 . IN VIEW OE THE RESPONSE OE THE KOREAN MINISTRY OF FI- 
NANCE (MOF) AS REPORTED IN REETEL A, UNLESS THE EMBASSY HAS 
SIGNIFICANT NEW INFORMATION TO REPORT, WE INTEND TO CALL 
THE MATTER OE THE KOREAN DEFENSE TAX TO THE ATTENTION OF 
THE IRS WHICH WOULD DETERMINE WHETHER THE IMPOSITION OF 
THE DEEENSE TAX ON US SHIPPING FIRMS AND AIRLINES AFFECTS 
THE BASIS FOR THE RECIPROCAL CORPORATE INCOME TAX EXEMPTION. 
US COMPANIES HAVE BEEN INFORMED THAT NEITHER THIS DETERMI- 
NATION NOR A FORMAL RULING WOULD AFFORD THEM ANY DIRECT TAX 
RET IFF, ALTHOUGH A DETERMINATION THAT THE RECIPROCAL 
EXEMPTION IS AFFECTED COULD BE USED IN ANOTHER ATTEMPT TO 
INFLUENCE THE MOP'S INTERPRETATION OF THE APPLICABILITY OF 
THE DEEENSE TAX IN 1975 AND 1976. 
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2. PLEASE ADVISE WHETHER ANY NEW DEVELOPMENTS HAVE 
OCCURRED. KISSINGER 
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